First Regular Session 111th General Assembly (1999)

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Constitution) isbeing amended, thetext of the existing provision will appear inthis styletype,
additions will appear in this style type, and deletions will appear in thts styte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear inthat styletypein theintroductory clause of each SECTION that adds
anew provision to the Indiana Code or the Indiana Constitution.

Conflict reconciliation: Text in astatutein this styletype or thisstyte type reconciles conflicts
between statutes enacted by the 1998 General Assembly.

HOUSE ENROLLED ACT No. 1093

AN ACT to amend the Indiana Code concerning public pensions.
Be it enacted by the General Assembly of the Sate of Indiana:

SECTION 1. IC 2-35-2-10 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 10. "Salary" means:
(1) the sdlary; and
(2) the business per diem allowance and the subsistence
allowance treated as compensation for federal income tax
purposes;
paid to a participant by the state, determined without regard to any
salary reduction agreement established under Section 125 or Section
457 of the Internal Revenue Code.

SECTION 2. IC 2-35-52 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 2. (a) The defined
contribution fund consists of the following:

(1) Each participant's contributions to the fund.

(2) Contributions made to the fund on behalf of the participants
under section 5 of this chapter.

(3) Amountstransferred to thefund under subsections (b) and (c).
(4) All gifts, grants, devises, and bequestsin money, property, or
other form made to the fund.

(5) All earnings on investments or on deposits of the funds.

(6) All contributions or payments to the fund made in a manner
provided by the general assembly.
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(b) On any July 1 following the date a participant begins
participation in the defined contribution fund, if the participant has
been before that date a member of PERF, any amount in the PERF
annuity savings account credited to the participant may at the
participant's irrevocable option be transferred one (1) time to the
defined contribution fund for the benefit of the participant. At no other
time, if the participant continues or beginsto participatein PERF, may
such atransfer be made.

(c) On any July 1 following the date a participant begins
participation in the defined contribution fund, if the participant has
been before that date amember of TRF, theamount in the TRF annuity
savings account credited to the participant may at the participant's
irrevocable election be transferred one (1) time to the defined
contribution fund for the benefit of the participant. At no other time, if
the participant continues or begins to participate in TRF, may the
transfer be made.

(d) Each participant shall be credited individually with:

(1) the participant's contributions to the fund under section 4 of
thischapter, which shall be credited to the empleyee eontribttion
participant's account;

(2) the contributions madeto the fund on behalf of the participant
under section 5 of this chapter, which shall be credited to the
emploeyer eontribttion participant's account;

(3) the amount transferred to the fund under subsections (b) and
(c), which shall be credited to the employee contribttion
participant's account; and

(4) the net earnings on each of the participant's accounts,
determined and eredited anntatty under section 3 of this chapter.

SECTION 3.1C2-3.5-5-3, ASAMENDED BY HEA 1377-1999, IS
AMENDED TOREAD ASFOLLOWS[EFFECTIVEJULY 1, 2000]:
Sec. 3. (a) The PERF board shall establish alternative investment
programs within the fund, based on the following requirements:

(1) The PERF board shall maintain at least one (1) aternative
investment program that is an indexed stock fund and one (1)
aternative investment program that is a bond fund.

(2) The programs should represent a variety of investment
objectives.

(3) The programs may not permit a member to withdraw money
from the member'saccount, except as provided in section 6 of this
chapter.

(4) All administrative costs of each alternative program shall be
paid from the earnings on that program.
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(5) A vauation of each member's account must be completed as
of the last day of each quarter.

(b) A member shall direct the alocation of the amount credited to
the member among the available alternative investment funds, subject
to the following conditions:

(1) A member may make a selection or change an existing
selection at any time, but not more than fetr {4} times one (1)
timein atwelve (12) month period.

(2) The PERF board shall implement the member's selection
beginning the first day of the next calendar quarter that begins at
least thirty (30) days after the selection is received by the PERF
board. This date is the effective date of the member's selection.
(3) A member may select any combination of the available
investment funds, in ten percent (10%) increments.

(4) A member's selection remains in effect until a new selection
is made.

(5) On the effective date of amember's selection, the board shall
realocate the member's existing balance or baances in
accordance with the member's direction, based on the market
value on the effective date.

(6) If a member does not make an investment selection of the
aternative investment programs, the member's account shall be
invested in the bond fund.

(7) All contributions to the member's account shall be allocated
as of the last day of the quarter in which the contributions are
received in accordance with the member's most recent effective
direction. The PERF board shall not reallocate the member's
account at any other time.

(c) When a member transfers the amount credited to the member
from one (1) aternative investment program to ancther aternative
investment program, the amount credited to the member shall be
valued at the market value of the member's investment, as of the day
before the effective date of the member's selection. When a member
retires, becomesdisabled, dies, or withdrawsfrom thefund, the amount
credited to the member shall be the market value of the member's
investment as of the last day of the quarter preceding the member's
distribution or annuitization at retirement, disability, death, or
withdrawal, plus contributions received after that date.

(d) The PERF board shall determine the value of each alternative
program in the defined contribution fund, as of the last day of each
calendar quarter, as follows:

(1) The market value shall exclude the employer contributions
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and employee contributionsreceived during thequarter endingon
the current allocation date.

(2) Themarket value as of theimmediately preceding quarter end
date shal include the employer contributions and employee
contributions received during that preceding quarter.

(3) Themarket value as of theimmediately preceding quarter end
date shall exclude benefits paid from the fund during the quarter
ending on the current quarter end date.

SECTION 4. IC 2-35-56 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1,1999]: Sec. 6. (a) A participant who
terminates service as a member of the general assembly is entitled to
withdraw both the participant's employee contribution account and
employer contribution account from the defined contribution fund. The
withdrawal shall be made on the later of the first day of the month
following termination of service or thirty (30) days after the board
receives arequest for withdrawal from the fund. The amount available
for the withdrawal shall be the fair market value of the participant's
accounts on the June 30 preceding the date of withdrawal plus
empl oyee contributions deducted since the June 30 preceding the date
of withdrawal.

(b) The withdrawal amount shall be paid in alump sum, et as an
actuartatty eguivatent a monthly annuity as effered pur chased by the
PERF board and with thewithdrawal amount, or aseriesof monthly
installment paymentsover sixty (60), onehundred twenty (120), or
one hundred eighty (180) months, as €l ected by the participant. The
forms of annuity and installments shall be established by the PERF
board by rule, in consultation with the system's actuary.

SECTION 5. IC 2-35-5-7 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 7. (@) This section
applies to a participant who dies while a member of the general
assembly, or who dies after terminating service as a member of the
general assembly and prior to withdrawing the participant's account
from the defined contribution fund. The participant's employee
contribution account and the participant's employer contribution
account shall be paid to abeneficiary or the beneficiariesdesignated on
a form prescribed by the board. The amount paid shall be the fair
market val ue of the participant's accounts on the June 30 preceding the
date of payment, plus employee contributions deducted since the June
30 preceding the date of payment. If there is no properly designated
beneficiary, or if no beneficiary survives the participant, the
participant's accounts shall be paid to:

(2) the surviving spouse of the participant;
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(2) if there is no surviving spouse, a surviving dependent or the
surviving dependents of the participant; or

(3) if thereisno surviving spouse and no surviving dependent, the
estate of the participant.

(b) Amounts payabl e under this section shall be paidinalump sum,
of A an actuartatty eguivatent a monthly annuity aseffered pur chased
by the PERF board and with the withdrawal amount, or a series of
monthly installment paymentsover sixty (60) months, aselected by
therecipient. Theformsof annuity and installmentsavailableshall be
established by the PERF board by rule, in consultation with the
system's actuary.

SECTION 6. IC 4-3-3-2ISAMENDED TO READ ASFOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 2. The surviving spouse of each
individual who serves as governor and who is entitled to aretirement
benefit under section 1.1 of this chapter, is entitled to an annual
pension. The pension shall be paidin equal monthly installmentsby the
treasurer of state on warrant of the auditor of state after a claim has
been made for the pension to the auditor by the surviving spouse or a
person acting on his behalf. The annual pension under this section is
equal to the greater of following:

(1) fifty percent (56%) of For the surviving spouse of a
governor who died before July 1, 1998, the greater of:
(A) the annual retirement benefit to which the governor to
whom the received by the surviving spouse was martied
wottd have been entitted on the date of the governor's death
tinder seetron 11 of this ehapter: during the year beginning
July 1, 1998; or
£2) (B) ten thousand dollars ($10,000).
(2) For thesurviving spouseof agover nor whodiesafter June
30, 1998, the greater of:
(A) fifty percent (50%) of the annual retirement benefit
that the governor to whom the surviving spouse was
married was receiving or was entitled to receive on the
date of the governor'sdeath; or
(B) ten thousand dollar s ($10,000).
The surviving spouse of each individual who serves as governor must
elect to receive either (1) or (2) above and once any payment has been
received the electionisirrevocable. The surviving spouseisentitled to
receive the pension for the remainder of hislife unless he remarries.
Notwithstanding any other law to the contrary, the pension under this
section is in addition to any other retirement benefits a surviving
spouse is entitled to receive.
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SECTION 7. IC 5-10-1.1-1.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 1.5. (a) The state, through the
budget agency, may adopt a defined contribution plan, under
Section 401(a) of the Internal Revenue Code, for the purpose of
matching all or a specified portion of state employees
contributionstothe state employees deferred compensation plan.

(b) Thedeferred compensation committeeshall bethetrusteeof
aplan established under subsection (a) asdescribed in section 4 of
this chapter. A plan established under subsection (a) shall be
administered by theauditor of stateasdescribed in section 5of this
chapter.

(c) Thedeferred compensation committeemay approvefunding
offeringsfor aplan established under subsection (a), which may be
the same as offerings for the state employees deferred
compensation plan. All funds in each plan shall be separately
accounted for, but may be commingled for investment pur poses.

(d) Contributionsto aplan established under subsection (a) are
limited to the amount of biennial appropriations made for that
purpose.

(e) A plan established under subsection (a) must include
appropriateprovisionsconcer ningtheplan'sday today operation
and any other provisions that are appropriate. Notwithstanding
IC 22-2-6-2, the plan may also include provisions for the use of
automated voice response units and telephonic communications,
on-line activities, and other technology for participant elections,
directions, and servicesif thetechnology has sufficient capacity to
record and stor e the elections and dir ections.

(f) The state is obligated at any particular time only for the
current market value of the funding previously made to a plan
established under subsection (a).

SECTION 8.1C5-10-12ISADDED TOTHE INDIANA CODEAS
A NEW CHAPTER TO READ AS FOLLOWS [EFFECTIVE JULY
1, 2000]:

Chapter 12. Cafeteria Plan Benefits for Certain Unused
Vacation, Sick, or Personal Days

Sec. 1. Asused in this chapter, " department” means the state
personnel department.

Sec. 2. As used in this chapter, "state agency" means an
authority, board, branch, commission, committee, department,
division, or other instrumentality of stategover nment, but doesnot
include:
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() a state educational ingtitution (as defined in
IC 20-12-0.5-1);

(2) a state elected official's office; and

(3) thelegidative and judicial branches of state gover nment.

Sec. 3. (a) Subject to subsection (b), an employee who:

(1) hasat least ten (10) year sof creditable servicewith a state
agency;
(2) retires after June 30, 2000; and
(3) has accrued and unused sick days, vacation days, or
personal days on the employee'sretirement date;
isentitled to havetheamountsspecified in section 5 of thischapter
deposited by thestateinto acafeteriaplan under Section 125 of the
Internal Revenue Code.

(b) The provisions of this chapter requiring the department to
make depositsinto a cafeteria plan on behalf of retired employees
described in subsection (a) apply only if the department has
received from the Internal Revenue Service any approvals or
rulingsthat thedepartment consider snecessary or appr opriatefor
the cafeteria plan.

Sec. 4. (@) The department shall adopt rules under 1C 4-22-2
that it considers necessary to make periodic payments to a
cafeteria plan under Section 125 of the I nter nal Revenue Code on
behalf of retired employees described in section 3 of this chapter
and to otherwise carry out this chapter.

(b) Therulesadopted by thedepartment may includeprovisions
setting forth the following:

() The minimum or maximum total amount or annual
amount that may bedeposited by the stateunder thischapter
on behalf of retired employees.

(2) The period of years of deposits.

(3) Payment provisions.

Sec. 5. The amount that shall be deposited on behalf of a
participating retired employee may not exceed five thousand
dollars ($5,000) and is based on:

(1) the hourly rate the employee was paid on the employee's
retirement date; and
(2) the following provisions concerning the employee's
accrued and unused vacation days, sick days, or personal
days:
(A) An employee with at least ten (10) years of creditable
servicebut lessthan fifteen (15) year sof creditableservice
isentitled to an amount based on twenty per cent (20%) of
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the employee's accrued days.

(B) An employee with at least fifteen (15) years of
creditable service but less than twenty (20) years of
creditable service is entitled to an amount based on
thirty-five per cent (35%) of the employee'saccrued days.
(C) An employee with at least twenty (20) years of
creditable service is entitled to an amount based on not
mor e than fifty percent (50%) of the employee's accrued
days.

Sec. 6. Within ninety (90) days after an employe€'s retirement
date, an employee who wishesto participatein a cafeteria plan as
provided under this chapter must file with the department a
written application and any information required by the
department.

SECTION 9. IC 5-10.2-2-3 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 3. (8 The annuity
savings account consists of:

(1) the members' contributions; and
(2) the interest credits on these contributions in the guar anteed
fund or thegain or lossin market valueon thesecontributions
in the alternative investment program, as specified in section
4 of this chapter.
Each member shall be credited individually with the amount of the
member's contributions and interest credits.

(b) Each board shall maintain the annuity savings account program
in effect on December 31, 1995 (referred to in this chapter as the
guaranteed program). In addition, the board of the Indiana state
teachers' retirement fund shall establish and maintain a guaranteed
programwithinthe 1996 account. Each board may establishinvestment
guidelines and limits on all types of investments (including, but not
limited to, stocks and bonds) and take other actions necessary to fulfill
its duty as a fiduciary of the annuity savings account, subject to the
limitationsand restrictionsset forthinIC5-10.3-5-3and 1C 21-6.1-3-9.

(c) Each board shall establish alternative investment programs
within the annuity savings account of the public employees retirement
fund, the pre-1996 account, and the 1996 account, based on the
following requirements:

(1) Each board shall maintain at least one (1) aternative
investment program that is an indexed stock fund and one (1)
aternative investment program that is a bond fund.

(2) The programs should represent a variety of investment
objectives under IC 5-10.3-5-3.
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(3) No program may permit a member to withdraw money from
the member's account except as provided in IC 5-10.2-3 and
IC 5-10.2-4.

(4) All administrative costs of each alternative program shall be
paid from the earnings on that program.

(5) A vauation of each member's account must be completed at
teast annadaty: as of the last day of each quarter.

(d) The board must prepare, at least annually, an analysis of the
guaranteed program and each alternative investment program. This
analysis must:

(1) include a description of the procedure for selecting an
aternative investment program;

(2) be understandable by the mgjority of members; and

(3) include a description of prior investment performance.

(e) A member may direct the allocation of the amount credited to
the member among the guaranteed fund and any available alternative
investment funds, subject to the following conditions:

(1) A member may make a selection or change an existing
selection at any time, but not more than once in a twelve (12)
month period.
(2) The board shall implement the member's selection beginning
thefirst day of the next calendar quarter that begins at |east thirty
(30) days after the selection isreceived by the board. Thisdateis
the effective date of the member's selection.
(3) A member may select any combination of the guaranteed fund
or any available aternative investment funds, in ten percent
(10%) increments.
(4) A member's selection remains in effect until a new selection
is made.
(5) On the effective date of amember's selection, the board shall
reallocate the member's existing balance or baances in
accordance with the member's direction, based on: the market
vatte
(A) for analternativeinvestment program balance, themar k et
value on the effective date; and by aceeunt batanee
(B) for any guaranteed program balance, theaccount balance
on the effective date.
All futare contributions to the member's account shall be
alocated as of the last day of that quarter in accordance with
the member's most recent effective direction. The board shall not
reall ocate the member's account at any other time.
(f) When amember who hias setected participatesin an aternative
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investment program retires; dres; suspendsmembershitp and witheraws
from thefund or transfersthe amount credited to the member from one
(1) alternativeinvestment program to another alter nativeinvestment
program or to the guaranteed program, the amount credited to the
member shall be valued at the market value of the member's
investment, as of the tast day of the preceding auerter: before the
effective date of the member's selection. When a member who
participatesin an alter nativeinvestment programr  etir es, becomes
disabled, dies, or suspends membership and withdraws from the
fund, theamount credited tothemember shall bethemarket value
of the member's investment as of the last day of the quarter
preceding the member's distribution or annuitization at
retirement, disability, death, or suspension and withdrawal, plus
contributionsreceived after that date.

(g9) When a member who participates in the guaranteed program
transfers the amount credited to the member to an alternative
investment program, the amount credited to the member in the
guaranteed program iscomputed without regard to market valueandis
based on the balance of the member's account in the guaranteed
program as of the last day of the preceding quarter preceding the
effective date of thetransfer. When amember who participatesin
the guaranteed program retires, becomes disabled, dies, or
suspends member ship and withdraws from the fund, the amount
credited to the member shall be computed without regard to
mar ket value and isbased on the balance of the member'saccount
in the guaranteed program as of the last day of the quarter
preceding the member's distribution or annuitization at
retirement, disability, death, or suspension and withdrawal, plus
any contributions received since that date plus interest since that
date.

SECTION 10. IC 5-10.2-2-4 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 4. (a) Interest shall be
credited and compounded at least annually on all amounts credited to
the member in the guaranteed program. For the guaranteed program,
the board shall annually establish aninterest credit rate equal to or less
than the investment income earned.

(b) The market value of each alternative investment program shall
be alocated at least annually to the members participating in that
program.

(c) Contributions to the guaranteed program and the alternative
investment programsshall beinvested asof theeentribttiensarepard
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and last day of thequarter in which thecontributionsarereceived.
Contributionstotheguaranteed program shall beginto accumul ate
interest at the beginning of the quarter after the quarter in which the
contributions are pate: Contributions to the alternative tavestment
programs shat be tavested as the eontributions are pate: received.

(d) When a member retires or withdraws with a balance in the
guaranteed program, a proportional interest credit determined by the
board shall be granted for the period el apsed sincethelast interest date
on that balance.

SECTION 11. IC 5-10.2-3-5 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 5. Suspension of
Membership. () A member who is not eligible for retirement or
disability retirement may suspend his membership if he terminates
employment.

(b) After five (5) continuous yearsin which he performsno service,
his membership shall be automatically suspended by the board unless
heisvested status.

(c) Theboard may suspend amember'smember ship in thefund
if:

(1) the member has not performed any servicein a covered
position during the past two (2) years;
(2) themember hasnot attained vested statusin thefund; and
(3) the value of the member's annuity savings account is not
mor e than two hundred dollars ($200).
TFhe board may establish rutes for deferring the effective date of a
suspension of membership: The deferrat may not be for more than six
6} months:

By (d) On resuming service the member may claim as creditable
service the period of employment before the suspension of
membership, but only to the extent that the same period of employment
is not being used by another governmental plan for purposes of the
member's benefit in the other governmental plan.

SECTION 12. IC 5-10.2-3-6 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 6. (a) After amember
suspends his membership, heisentitled to withdraw in alump sum the
amount of his contributions plusinterest credited to him.

(b) Except as provided in subsection (c), if the member does not
claim hismoneyswithinfive (5) yearsafter the suspension, themoneys
shall be credited to the retirement fund. Any reasonable costs of
locating the member or the member's beneficiary may be charged
against the member's or the beneficiary's money. The fund shall retain
the moneys until the member claims them, with no further interest
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credits to the member after the moneys are credited to the fund.

(c) If a member suspends membership in the fund because the
member is no longer in a covered position but does not separate from
employment with the member's employer, money shall be credited to
the retirement fund only if the member does not claim the member's
money within forty-five (45) years after the suspension.

(d) If a member is suspended under section (5)(c) of this
chapter, theboard shall pay themember'sannuity savingsaccount
inalump sum.

SECTION 13. IC 5-10.2-4-1.3 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 1.3. (a) A member who files an
application for retirement benefits must provide the following
information on the application form:

(1) Theretirement date chosen by the member.
(2) Whether the member chooses:
(A) an annuity purchased from theamount credited to the
member in the annuity savings account;
(B) atotal or partial distribution from theannuity savings
account under section 2(b) of thischapter; or
(C) a deferral of the payment of any benefits from the
annuity savingsaccount under section 2(c) of thischapter.
(3) Thenameof thebeneficiary or beneficiariesdesignated by
the member with respect to the pension portion of the
member'sretirement benefit.
(4) Thenameof thebeneficiary or beneficiariesdesignated by
the member with respect to the annuity portion of the
member'sretirement benefit, unlessthemember choosestotal
distribution under section 2 of this chapter.

(b) A member's designation of beneficiariesin the application
for retirement benefits supersedes any previous designation of
beneficiaries by the member.

(c) A member must indicate the name, address, date of birth,
and Social Security number of each designated beneficiary and
provide proof of birth of each designated beneficiary.

(d) Each board shall adopt a form for the application for
retirement benefitsthat meetsthe requirements of this section.

SECTION 14. IC 5-10.2-4-1.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 2000]: Sec. 1.5. (a) A fund may calculateand
pay an estimated retirement benefit of the pension portion to a
member if:
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(1) the member has applied for aretirement benefit and has
chosen aretirement dateon which theretirement benefit isto
begin;

(2) themember'smember ship recordsareincompleteor have
not been certified; and

(3) the member's membership records that have been
submitted tothefund establish that the member isentitled to
aretirement benefit.

(b) A fund may calculatean estimated benefit under thissection
based on eighty-five percent (85%) of the pension portion of the
benefit determined under the fund's records on service and
compensation infor mation.

(c) If an estimated benefit is paid to a member under this
section, the fund shall, after all membership records have been
submitted to the fund and certified, determine the actual
retirement benefit to which the member is entitled. After
determining the actual retirement benefit to which the member is
entitled, the fund shall temporarily adjust the actual retirement
benefit that ispaid to the member to reconcile any under payment
or overpayment of benefitsto the member that resulted from the
payment of estimated benefits. Thefund may makethetemporary
adjustment to the member's actual retirement benefit over a
reasonable time, as determined by the board.

SECTION 15. IC 5-10.2-4-2 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2000]: Sec. 2. (a) Unless a
member elects otherwise under this section, the retirement benefit
for each member consists of the sum of a pension provided by
employer contributions plus an annuity provided by the amount
credited to the member in the annuity savings account. Hewever;

(b) A member may choose at retirement or upon a disability
retirement to receive atump sum payment distribution of:

(1) the entire amount credited to the member in the annuity

savings account; or

(2) an amount equa to the member's federal income tax basisin

the member's annuity savings account balance as it existed on

December 31, 1986.
If the member chooses to receive the tump suim payment distribution
under subdivision (1), the member is not entitled to an annuity as part
of theretirement or disability benefit. If themember choosestoreceive
thetump sum payment distribution under subdivision (2), themember
is entitled to an annuity purchasable by the amount remaining in the
member'sannuity savingsaccount after the payment under subdivision
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(2).

(c) Instead of choosing to receive the benefits described in
subsection (a) or (b), a member may choose upon retirement or
upon disability retirement tobegin receivingapension provided by
employer contributions and to defer receiving in any form the
member's annuity savings account. If a member chooses this
option, the member:

(1) is not entitled to an annuity as part of the member's
retirement or disability benefit, and the member's annuity
savings account will continueto beinvested according to the
member'sdirection under |C 5-10.2-2-3; and
(2) may later choose, asof thefirst day of amonth, toreceive
adistribution of:
(A) the entire amount credited to the member in the
annuity savings account; or
(B) an amount equal to the member's federal income tax
basisin the member's annuity savings account balance as
it existed on December 31, 1986.
I f themember choosestoreceivethedistribution under subdivision
(2)(A), the member is not entitled to an annuity as part of the
member'sretirement or disability benefit. If the member chooses
toreceivethedistribution under subdivision (2)(B), themember is
entitled to an annuity purchasable by theamount remainingin the
member's annuity savings account after the payment under
subdivision (2)(B). If the member does not choose to receive a
distribution under this subsection, the member is entitled to an
annuity pur chasableby theentireamount in themember'sannuity
savings account, and theform of the annuity shall be asdescribed
in subsection (d) unlessthe member elects an option described in
section 7(b)(1), 7(b)(2), or 7(b)(4) of thischapter. Theamount tobe
paid under this section shall be determined in the manner
described in 1C 5-10.2-2-3, except that it shall be determined as of
the last day of the quarter preceding the member's actual
distribution or annuitization date.

by A member who retires s entitted to recerve monthty retirement
benefits; which are guaranteed for five {5) years of tntit the member's
death; whichever istater

fe) (d) Retirement benefits must be distributed in a manner that
complies with Section 401(a)(9) of the Internal Revenue Code, as
specifiedin IC 5-10.2-2-1.5.

SECTION 16. IC 5-10.2-4-4 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1, 2000]: Sec. 4. (a) Thecomputation
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of benefits under this section is subject to IC 5-10.2-2-1.5.

(b) For retirement benefits payable on and after July 1, 1975, for a
member retired on and after January 1, 1956, the pension (p) is
computed as follows:

STEPONE: Multiply oneand one-tenths percent (1.1%) timesthe
average of the annual compensation (aac) and obtain a product.
STEP TWO: To obtain the pension, multiply the STEP ONE
product by the total creditable service (scr) completed by the
member on his retirement date.

Expressed mathematically:

p = (.011) times (aac) times (scr)

(c) Unless the member has chosen a lump sum payment under
section 2 of this chapter or electsto defer receivingin any form the
member's annuity savings account under section 2(c) of this
chapter, the annuity is the amount purchasable on the member's
retirement date by the amount credited to the member in the annuity
savings account. The amount purchasable is based on actuarial tables
adopted by the board under IC 5-10.2-2-10 at an interest rate
determined by the board. bt 116 greater than the average thterest rate
earned durihg the immediately preceding fiscat year ending dune 30 on
bonts hetd i the vestment portfotto of the fune:

SECTION 17. IC 5-10.2-4-7 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1,1999]: Sec. 7. (a) Benefitsprovided
under this section are subject to IC 5-10.2-2-1.5.

(b) A member who retires is entitled to receive monthly
retirement benefits, which areguaranteed for five(5) year sor until
the member's death, whichever islater. A member may select in
writing any of the following nonconflicting options for the payment of
the member's retirement benefits instead of the five (5) year
guaranteed retirement benefit payments. specified th seetion 2 of this
ehapter: The amount of the optional payments shall be determined
under rules of the board and shall be the actuarial equivalent of the
benefit payable under sections 4, 5, and 6 of this chapter.

(1) Joint and Survivor Option.

(A) The member receives a decreased retirement benefit
during the member's lifetime, and there is a benefit payable
after the member'sdeath to adesignated beneficiary duringthe
lifetime of the beneficiary, which benefit equals, at the option
of the member, either the full decreased retirement benefit or
two-thirds (2/3) or one-half (1/2) of that benefit.

(B) If the member dies before retirement, the designated
beneficiary may receive only the amount credited to the
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member in the annuity savings account unless the designated
beneficiary isentitled to survivor benefits under IC 5-10.2-3.
(C) If the designated beneficiary dies before the member
retires, the selection is automatically canceled and the
member may make a new beneficiary election and may
elect a different form of benefit under this subsection.
(D) If:
(i) the designated beneficiary dies while the member is
receiving benefits, the amount of reduced retirerment
benefits ts not affected: or
(ii) the member is receiving benefits, the member
marries, either for thefirst time or following the death
of themember'sspouse, after themember'sfirst benefit
payment is made, and the member's designated
beneficiary is not the member's current spouse or the
member has not designated a beneficiary;
the member may elect to changethe member'sdesignated
beneficiary or form of benefit under thissubsection and to
receivean actuarially adjusted and r ecalculated benefit for
theremainder of themember'slifeor for theremainder of
the member's life and the life of the newly designated
beneficiary. If the member's new election isthejoint and
survivor option, the member shall indicate whether the
designated beneficiary's benefit shall equal, at the option
of the member, either the member's full recalculated
retirement benefit or two-thirds (2/3) or one-half (1/2) of
this benefit. The cost of recalculating the benefit shall be
borneby themember and shall beincluded intheactuarial
adjustment.
(2) Benefit with No Guarantee. Themember receivesanincreased
lifetime retirement benefit without the five (5) year guarantee
specified in seetion 2 of this ehapter: this subsection.
(3) Integration with Social Security. If the member retires before
the age of eligibility for Social Security benefits, in order to
provide a level benefit during the member's retirement the
member receives an increased retirement benefit until the age of
Social Security eligibility and decreased retirement benefits after
that age.
(4) Cash Refund Annuity. Themember receivesalifetimeannuity
purchasable by the amount credited to the member in the annuity
savings account, and the member's designated beneficiary
receives arefund payment equal to:
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(A) the total amount used in computing the annuity at the
retirement date; minus
(B) the total annuity payments paid and due to the member
before the member's death.
(c) A selection under subsection (b) may be made or revoked by the
member on or before:
(2) theretirement date selected under section 1 of this chapter; or
(2) the date on which aretirement date is selected under section
1 of this chapter;

whichever islater.

SECTION 18. IC 5-10.2-4-8 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 8. (a) Asused in this
section, "exempt amount” meanstwehve {12) timesthe monthty exempt
amotnt; theannual ear ningslimit under thefederal Social Security
system at themember's Social Security normal retirement agefor
a member entitled to receive unreduced Social Security benefits,
computed for the calendar year in which aretired public employees

r etirement fund member begirisreemptoyment; for benefictariesaged
system by the Seeretary of Health and Human Servicestnder 42 U-S.€:
403: is reemployed and computed for the fiscal year in which a
retired teachers retirement fund member isreemployed.

(b) If amember who is receiving retirement benefits:

(1) becomes reemployed in aposition covered by thisarticle; and

(2) earnsin that position more than the exempt amount;
hisretirement benefit payments shall stop, and the member shall begin
making contributionsasrequiredin IC 5-10.2-3-2. However, employer
contributions shall be made throughout the period of reemployment.

(c) If a member who is receiving retirement benefits is
reemployed in a position covered by this article not more than
ninety (90) days after the member's retirement, the member's
retirement benefits shall stop, the member shall begin making
contributions as required by IC 5-10.2-3-2, and employer
contributions shall be made throughout the period of
reemployment.

SECTION 19. IC 5-10.3-5-4 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 4. (a) Securities shall
be held for the fund by banks or trust companies under a custodial
agreement. Income, interest, proceeds of sale, materials, redemptions,
and all other recei pts from securities and other investments which the
board retains for the cash working balance shall be deposited with the
treasurer of state.
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(by Fhe board may net purchase a seedrity of financial Hhterest
tssued or ewned by a custodian or by a subsidiary; parent eoerporation;
of hotding company of a eastodian:

fe) (b) Subject to IC 5-10.2-2-15, the board may contract with
investment counsel, trust companies, or banksto assist theboardinits
investment program.

SECTION 20. IC 5-10.3-6-7 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 7. Collection of
Payments. If the employer or political subdivision fails to make
payments required by this chapter, the amount payable may be
withheld by the auditor of state from moneys payable to the employer
or subdivision and transferred to the fund or recovered in asuit in the
circuit or superior court of the county inwhichthe political subdivision
islocated, which suit shall be an action by the state on the relation of
the board, prosecuted by the attorney general. If the employer or
political subdivision failstofilethereportsor recordsrequired by
this chapter or by IC 5-10.3-7-12.5, the auditor of state shall
withhold the penalty described in 1C 5-10.3-7-12.5 from money
payable to the employer or the political subdivision and shall
transfer the penalty to the fund.

SECTION 21. IC 5-10.3-7-2.7 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 2.7. (a) This section appliesonly
to an individual who:

(1) began serviceasapoliceofficer or firefighter and became
a member of a police officers pension fund or firefighters
pension fund befor e 1980;
(2) began service in another position (referred to in this
section asthe" PERF position" ) and wasenrolled erroneously
asacontributingmember of thepublicemployees' retirement
fund with respect to the PERF position befor e 1980;
(3) made contributions to the public employees' retirement
fund with respect tothe PERF position asif theindividual had
been legally enrolled in that fund;
(4) after 1991 was denied service credit in the public
employees retirement fund with respect to all or part of the
individual's service in the PERF position because of the
individual'sservicein thepoliceofficer or firefighter position
described in subdivision (1); and
(5) claimsservicecreditin PERF and appliesfor member ship
in PERF before January 1, 2000.

(b) Notwithstanding the provisions of section 2 of this chapter,
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an individual described in subsection (a) who:
(1) is not otherwise eligible for membership in the public
employees retirement fund; and
(2) was enrolled erroneously in the public employees
retirement fund as a contributing member;
iseligiblefor member shipinthepublicemployees retirement fund
and isentitled to receive the benefits provided by that fund.
SECTION 22. IC 5-10.3-7-4.6 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1999]: Sec. 4.6. (a) Subject totheprovisions
of this section, a member may purchase service credit for the
member's prior service in a position covered by the 1925 police
pension fund under | C 36-8-6, the 1937 firefighters pension fund
under 1C 36-8-7, or the 1953 police pension fund under 1C 36-8-7.5
if the member meetsthefollowing requirements:
(1) Themember hasat least one (1) year of credited servicein
the fund.
(2) Themember hasnot attained vested statusin and isnot an
active member of the 1925 police pension fund, the 1937
firefighters pension fund, or the 1953 police pension fund.
(3) Before the member retires, the member makes
contributionsto the fund asfollows:
(A) Contributions that are equal to the product of the
following:
(i) Themember'ssalary at thetimethemember actually
makes a contribution for the service credit.
(ii) A rate, determined by the actuary of thefund, based
on the age of the member at the time the member
actually makes a contribution for service credit and
computed to result in a contribution amount that
approximates the actuarial present value of the benefit
attributableto the service credit purchased.
(iii) The number of years of service credit the member
intendsto purchase.
(B) Contributions for any accrued interest, at a rate
determined by the actuary for the fund, for the period
from the member'sinitial member ship in the fund to the
date payment is made by the member.
(4) Themember hasreceived verification from the fund that
the service in the 1925 police pension fund, the 1937
firefighters pension fund, or the 1953 police pension fund is,
asof that date, valid.
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(b) At least ten (10) years of service in Indiana is required
before a member may receive a benefit based on service credits
purchased under this section.

(c) A member who:

(1) terminates employment before satisfying the eligibility
requirements necessary to receive a monthly allowance; or
(2) receives a monthly allowance for the same service from
another tax supported public employeer etirement plan other
than under the Social Security Act;
may withdraw the purchase amount plus accumulated interest
after submitting a properly completed application for arefund to
the fund.

(d) Thefollowing apply to the purchase of service credit under
this section:

() The board may allow a member to make periodic
payments of the contributions required for the purchase of
theservicecredit. Theboard shall determinethelength of the
period during which the payments must be made.

(2) The board may deny an application for the purchase of
service credit if the purchase would exceed the limitations
under Section 415 of the Internal Revenue Code.

(3) A member may not claim the service credit for purposes
of determining €eligibility or computing benefits unless the
member has made all paymentsrequired for the purchase of
the service credit.

SECTION 23. IC 5-10.3-7-6 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 6. Leave Service. (a)
A member isentitled to service credit for adoption leave of not more
than one (1) year and for leaves of absence, granted under rulesin
force at thetime of theleave, totaling six (6) months or less during any
period of four (4) consecutive years.

(b) A member may make contributions during the leave of absence
based on his rate of compensation on the date his leave of absence
began.

(c) Notwithstanding any law, this section must be administered in
amanner consistent with the Family and Medical Leave Act of 1993
(29 U.S.C. 2601 et seq.). A member on aleave of absencethat qualifies
for the benefits and protections afforded by the Family and Medical
Leave Act is entitled to receive credit for vesting and eligibility
purposes to the extent required by the Family and Medical Leave Act,
but is not entitled to receive credit for service for benefit purposes
unlessthe leaveis described in subsection (a).
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SECTION 24. IC 5-10.3-7-10 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 10. Statement
Coneerning Emptoyees: Each department shall submit to the board
certified statementsmember ship recor dscontai ning the names, titles,
rates of compensation, dates of birth, length of service, and other
pertinent information required by the board about the department’s
employees. A department must submit the member ship record to
the board not morethan thirty (30) days after the member'sdate
of hire.

SECTION 25. IC 5-10.3-7-12.5 1S ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVEJULY 1,1999]: Sec. 12.5. An employer or department
must makethereports, member ship records, or paymentsrequired
by 1C 5-10.3-6 or by sections 10 through 12 of this chapter not
mor ethan thirty (30) daysafter theend of the calendar quarter, if
applicable, or another duedate specified in sections 10through 12
of thischapter. If the employer or department does not make the
reports, records, or paymentswithin that time:

(1) the board may fine the employer or department one
hundred dollars ($100) for each additional day that the
reports, records, or payments are late, to be withheld under
IC 5-10.3-6-7; and

(2) if the employer or department is habitually late, as
determined by theboard, theboard shall report theemployer
or the department to the auditor of state for additional
withholding under 1C 5-10.3-6-7.

SECTION 26. IC 21-6.1-3-18 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 18. Conflicts of
Interest. (a) Except as otherwise provided, no trustee or employee of
the board may have any direct interest in theincome of any investment
made by the board nor may receive any pay or emolument for services
connected with any investment made by the board. However, the
board may purchase a security or financial interest issued or
owned by a custodian bank or trust company or by a subsidiary,
parent corporation, or holding company of a custodian bank or
trust company.

(b) No trustee or employee may become in any manner an obligor
for money loaned by or borrowed from the fund.

SECTION 27. IC 21-6.1-4-4.6 1S AMENDED TO READ AS
FOLLOWS[EFFECTIVEJULY 1, 1999]: Sec. 4.6. (a) Asused inthis
section, "private teaching service' means service in Indiana as a
teacherinaprivateschool, kinder garten thr ough postsecondary, that
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would becreditable serviceif performed in an accredited public school
in Indiana.

(b) A member may purchase private teaching service t: credit
subject to the following:

(1) The member kias must have at least ten {16} years one (1)
year of ereditabte credited servicein the fund.
(2) The member must have at least ten (10) years of in-state
credited service before the member may claim the service
credit.
2 (3) The member makes must make contributions, before the
member retires, to the fund:
(A) that are equal to the product of the following:
(i) the member's salary at the time the member actually
makes a contribution for the service credit;
(i) a percentage rate, as determined by the actuary of the
fund, based on the age of the member at the time the
member makes a contribution for service credit and
computed to result in a contribution amount that
approximates the actuarial present value of the benefit
attributabl e to the service credit purchased; and
(iii) the number of years of private teaching service the
member intends to purchase; and
(B) for any accrued interest, at a rate determined by the
actuary of the fund, for the period from the member's initial
membership in the fund to the date payment is made by the
member; and
3y (4) The fund recerves must receive verification from the
private school that the private teaching service occurred.

(c) Service for years of private teaching that qualify a member for
retirement in an out-of -state system, a privateretirement system, or
tany federal retirement system may not be granted under this section.

(d) A member who:

(1) terminates employment before satisfying the eligibility
requirements necessary to receive a monthly allowance; or
(2) receives a monthly allowance for the same service from
another tax supported public employeeretirement plan other than
under the Socia Security Act;
may withdraw the personal contributions made under the contributory
plan plus accumulated interest after submitting to the fund a properly
compl eted application for arefund.

(e) Thefollowing apply to the purchase of service credit under this

section:
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(1) Theboard may allow amember to make periodic payments of
the contributions required for the purchase of the service credit.
The board shall determine the length of the period during which
the payments must be made.

(2) Theboard may deny an application for the purchase of service
credit if the purchase would exceed the limitations under Section
415 of the Internal Revenue Code.

(3) A member may not claim the service credit for purposes of
determining eligibility or computing benefits unless the member
has made all payments required for the purchase of the service
credit.

SECTION 28. IC 21-6.1-4-5 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 5. (a) Except as
provided in IC 21-6.1-4-6.1, amember may be given credit for leaves
of absence for study, professional improvement, and temporary
disability solong astheleave credit doesnot exceed one-seventh of the
total years of service claimed for retirement, referred to as the
one-seventh rule. A member granted a leave in these instances for
exchange teaching and for other educational employment approved
individually by the board is considered ateacher and is entitled to the
benefits of the fund if for or during the leave the member paysinto the
fund the member's contributions. A leave for other educational
employment is not subject to the one-seventh rule.

(b) In each case of ateacher requesting aleave of absence to work
in afederally supported educational project, the board must determine
that the project is educational in nature and serves state citizens who
might otherwise be served by the public schools or public institutions
of higher education. The board shall make this determination for aone
(1) year period, which islater subject to review and reapproval.

(c) Subject to this chapter, leaves of absence specified in
IC 20-6.1-6-1, IC 20-6.1-6-2, or IC 20-6.1-6-3 and adoption |eave of
not morethan one (1) year must be credited to retirement.

(d) Notwithstanding any law, this section must be administered in
amanner consistent with the Family and Medical Leave Act of 1993
(29 U.S.C. 2601 et seq.). A member on aleave of absencethat qualifies
for the benefits and protections afforded by the Family and Medical
Leave Act is entitled to receive credit for vesting and eligibility
purposes to the extent required by the Family and Medical Leave Act,
but is not entitled to receive credit for service for benefit purposes
unless the leave is described in subsection (a), (b), or ().

SECTION 29. IC 21-6.1-5-9 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1, 1999]: Sec. 9. (a) Thefirst pension
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benefit payment after retirement shall be made not more than ninety
(90) days after the completion and filing of the member'sapplication
for retirement dete: benefits.

(b) After that the first pension benefit payment, each person
entitled to benefits shall receive theretirement benefitsininstallments
payable by the tenth day of each month.

(c) The last retirement benefit payment must be prorated to
terminate at the member's death.

SECTION 30. IC 33-13-9.1-10.5 ISADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVEJULY 1,1999]: Sec. 10.5. (a) Thissection appliesonly
to a person who:

(1) isajudge participating under this chapter;

(2) before becoming a judge was a member of an Indiana
public employees' retirement fund;

(3) received credited service under an Indiana public
employees retirement fund for the employment described in
subdivision (2), and the credited service is not eligible for
prior service credit under section 10 of this chapter;

(4) has not attained vested status under an Indiana public
employees retirement fund for the employment described in
subdivision (2); and

(5) has at least eight (8) years of service credit in the judges
retirement system.

(b) If aperson becomesaparticipant in thejudges 1977 benefit
system under this chapter, credit for service described in
subsection (a) shall be granted under thischapter by the board if:

(1) the prior service was credited under an Indiana public
employees retirement fund; and

(2) the judge paysin alump sum or in a series of payments
determined by the board, not exceeding five (5) annual
payments, theamount determined by theactuary for the 1977
benefit system asthetotal actual cost of the service.

(c) If the requirements of subsection (b) are not satisfied, a
participant isentitled to credit only for years of service after the
date of participation in the 1977 benefit system.

(d) An amortization schedulefor contributions paid under this
section must includeinterest at arate determined by the board.

(e) If the requirements of subsection (b) are satisfied, the
appropriate board shall transfer from the retirement fund
described in subsection (a)(2) tothejudges 1977 benefit system the
amount credited to the judge's annuity savings account and the
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present value of the retirement benefit payable at sixty-five (65)
years of agethat isattributableto the transferring participant.

(f) Theamount aparticipant must contributetothejudges 1977
benefit system under subsection (b) shall bereduced by theamount
transferred tothejudges 1977 benefit system by the board under
subsection (€).

(g) If therequirementsof subsection (b) aresatisfied, credit for
prior service in an Indiana public employees retirement fund is
waived.

SECTION 31.1C 33-13-10.1-14.51SADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVEJULY 1,1999]: Sec. 14.5. (a) Thissection appliesonly
to a person who:

(1) isajudge participating under this chapter;

(2) before becoming a judge was a member of an Indiana
public employees' retirement fund;

(3) received credited service under an Indiana public
employees retirement fund for the employment described in
subdivision (2), and the credited service is not eligible for
prior service credit under section 14 of this chapter;

(4) has not attained vested status under an Indiana public
employees retirement fund for the employment described in
subdivision (2); and

(5) has at least eight (8) years of servicecredit in the judges
retirement system.

(b) If aperson becomesaparticipant in thejudges 1985 benefit
system under this chapter, credit for service described in
subsection (a) shall be granted under thischapter by the board if:

(1) the prior service was credited under an Indiana public
employees retirement fund; and

(2) the judge paysin alump sum or in a series of payments
determined by the board, not exceeding five (5) annual
payments, theamount deter mined by theactuary for the 1985
benefit system asthetotal cost of the service.

(c) If the requirements of subsection (b) are not satisfied, a
participant is entitled to credit only for years of service after the
date of participation in the 1985 benefit system.

(d) An amortization schedulefor contributions paid under this
section must includeinterest at arate determined by the board.

(e) If the requirements of subsection (b) are satisfied, the
appropriate board shall transfer from the retirement fund
described in subsection (a)(2) tothejudges 1985 benefit system the
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amount credited to the judge's annuity savings account and the
present value of the retirement benefit payable at sixty-five (65)
years of agethat isattributableto the transferring participant.

(f) Theamount aparticipant must contributetothejudges 1985
benefit system under subsection (b) shall bereduced by theamount
transferred to thejudges 1985 benefit system by the boar d under
subsection (€).

(g) If therequirementsof subsection (b) aresatisfied, credit for
prior service in an Indiana public employees retirement fund is
waived.

SECTION 32. IC 36-8-8-3 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 3. (a) If a town
establishes aboard of metropolitan police commissioners, or if atown
becomes a city, the municipality shall participate in the 1977 fund.
However, if a police officer or former marshal is a member of the
public employees retirement fund, he may continue as a member of
that fund instead of the 1977 fund. Notwithstanding the age
requirementsunder section 7(a) of this chapter, apolice officer or
former marshal employed by a municipality at the time the
municipality entersthe 1977 fund under this section shall be amember
of the 1977 fund unlessthe police officer or former mar shal electsto
continue as a member of the public employees' retirement fund. A
person may become a member of the 1977 fund under this
subsection without meeting theagelimitation under section 7(a) of
thischapter only if the person satisfies:

(1) any aptitude, physical agility, or physical and mental
standardsestablished by alocal board under | C 36-8-3.2; and
(2) the minimum standardsthat are:
(A) adopted by the PERF board under section 19 of this
chapter; and
(B) in effect on the date the person becomes a member of
the 1977 fund.
Credit for prior service of a person who becomesa member of the
1977 fund under thissubsection shall be deter mined under section
18 or 18.1 of this chapter. No service credit beyond that allowed
under section 18 or 18.1 of this chapter may be recognized under
the 1977 fund.

(b) If aunit did not establish a1937 fund for itsfirefighters, the unit
may participate in the public employees retirement fund or it may
participate in the 1977 fund. If a unit established a 1937 fund for its
firefighters, the unit isand shall remain aparticipant in the 1977 fund.

(c) A unit that:
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(2) has not established a pension fund for its firefighters; or

(2) isparticipating in the public employees retirement fund under

subsection (b);
may participate in the 1977 fund upon approva by the fiscal body,
notwithstanding | C 5-10.3-6-8. A unit that participatesinthe 1977 fund
under this subsection must comply with section 21 of this chapter.
However, if a firefighter is a member of the public employees
retirement fund, the firefighter may continue as a member of that fund
instead of the 1977 fund.

SECTION 33. IC 36-8-8-12.7 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1999]: Sec. 12.7. (a) This section
applies to hearings conducted by local boards concerning
determinations of impairment under this chapter or of disability under
IC 36-8-5-2(qg), IC 36-8-6, IC 36-8-7, and IC 36-8-7.5.

(b) At least five (5) days before the hearing, the local board shall
give notice to the fund member and the safety board of the time, date,
and place of the hearing.

(c) Thelocal board must hold a hearing not more than ninety
(90) days after the fund member requeststhe hearing.

fe} (d) At the hearing, thelocal board shall permit the fund member
and the safety board to:

(1) be represented by any individual;

(2) through witnesses and documents, present evidence;
(3) conduct cross-examination; and

(4) present arguments.

ey (e) At the hearing, the local board shall require al witnessesto
be examined under oath, which may be administered by a member of
the local board.

fey (f) Thelocal board shall, at the request of the fund member or
the safety board, issue:

(1) subpoenas;

(2) discovery orders; and

(3) protective orders;
in accordance with the Indiana Rules of Trial Procedure that govern
discovery, depositions, and subpoenas in civil actions.

) (g) The local board shall have the hearing recorded so that a
transcript may be made of the proceedings.

fgy (h) After the hearing, the local board shal make its
determinations, including findings of fact, in writing and shall provide
copies of its determinations to the fund member and the safety board
not morethan thirty (30) days after the hearing.

(i) If thelocal board:
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(1) does not hold a hearing within the time required under
subsection (c); or
(2) does not issueits determination within the timerequired
under subsection (h);
the fund member shall be considered to be totally impaired for
purposes of section 13.5 of this chapter and, if theissue beforethe
local board concerns the class of the member's impairment, the
member shall be considered to have a Class 1 impair ment.

£hY (j) Thelocal board may on its own motion issue:

(1) subpoenas;

(2) discovery orders; and

(3) protective orders;
in accordance with the Indiana Rules of Trial Procedure that govern
discovery, depositions, and subpoenas in civil actions.

) (k) At the hearing, the local board may exclude evidence that is
irrelevant, immaterial, unduly repetitious, or excludable on the basis of
evidentiary privilege recognized by the courts.

7 () At the hearing, the local board may request the testimony of
witnhesses and the production of documents.

9 (m) If asubpoenaor order isissued under this section, the party
seeking the subpoena or order shall serve it in accordance with the
IndianaRules of Trial Procedure. However, if the subpoenaor order is
on thelocal board's own motion, the sheriff of the county in which the
subpoena or order is to be served shall serveit. A subpoena or order
under this section may be enforced in the circuit or superior court of
the county in which the subpoena or order is served.

5 (n) With respect to a hearing conducted for purposes of
determining disability under IC 36-8-6, IC 36-8-7, or IC 36-8-7.5, the
determination of the local board after a hearing is final and may be
appealed to the court.

fmy (0) With respect to a hearing conducted for purposes of
determining impairment or class of impairment under this chapter, the
fund member may appeal the local board's determinations. An appeal
under this subsection:

(1) must be made in writing;

(2) must state the class of impairment and the degree of
impairment that is claimed by the fund member;

(3) must include awritten determination by the chief of thepolice
or fire department stating that there is no suitable and available
work; and

(4) must be filed with the local board and the PERF board's
director no later than thirty (30) days after the date on which the
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fund member received acopy of thelocal board's determinations.

") (p) To the extent required by the Americans with Disabilities
Act, the transcripts, records, reports, and other materials generated as
a result of a hearing, review, or appea conducted to determine an
impairment under this chapter or a disability under IC 36-8-6,
IC 36-8-7, or IC 36-8-7.5 must be:

(1) retained in the separate medical file created for the member;
and
(2) treated as a confidential medical record.

SECTION 34. IC 36-8-8-13.1 IS AMENDED TO READ AS

FOLLOWS[EFFECTIVE JULY 1, 1999]: Sec. 13.1. (a) If:
(1) the local board has determined under this chapter that a
covered impairment exists and the safety board has determined
that thereisno suitabl e and avail ablework within the department,
considering reasonabl e accommodation to the extent required by
the Americans with Disabilities Act; or
(2) the fund member has filed an appeal under seetron $2-7#my
section 12.7(0) of this chapter;
the local board shall submit the local board's determinations and the
safety board's determinations to the PERF board's director.

(b) After the PERF board's director receivesthe determinations, the
fund member must submit to an examination by a medical authority
selected by the PERF board. The authority shall determineif thereisa
covered impairment. With respect to afund member who iscovered by
sections 12.5 and 13.5 of this chapter, the authority shall determinethe
degree of impairment. The PERF board shall adopt rules under
IC 4-22-2 to establish impairment standards, such as the impairment
standards contained in the United States Department of Veterans
Affairs Schedulefor Rating Disahilities. Thereport of the examination
shall be submitted to the PERF board's director. If a fund member
refuses to submit to an examination, the authority may find that no
impairment exists.

(c) The PERF board's director shall review the medical authority's
report and the local board's determinations and issue an initia
determination within sixty (60) days after receipt of the local board's
determinations. The PERF board'sdirector shall notify thelocal board,
the safety board, and the fund member of theinitial determination. The
following provisions apply if the PERF board's director does not issue
an initial determination within sixty (60) days and if the delay is not
attributable to the fund member or the safety board:

(2) Inthe case of areview initiated under subsection (a)(1):
(A) the determinations of the local board and the chief of the
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police or fire department are considered to be the initial
determination; and
(B) for purposes of section 13.5(d) of this chapter, the fund
member is considered to be totally impaired.
(2) Inthe case of an appeal submitted under subsection (a)(2), the
statements made by the fund member under seetien 127y
section 12.7(0) of this chapter are considered to be the initial
determination.

(d) The fund member, the safety board, or the local board may
object in writing to the director'sinitial determination within fifteen
(15) days after the determination is issued. If no written objection is
filed, the initial determination becomes the final order of the PERF
board. If atimely written objectionisfiled, the PERF board shall issue
thefinal order after a hearing. Thefinal order shall be issued not later
than one hundred eighty (180) days after the date of receipt of thelocal
board's determination. The following provisions apply if afinal order
is not issued within one hundred eighty (180) days and if the delay is
not attributable to the fund member or the chief of the police or fire
department:

(1) In the case of areview initiated under subsection (a)(1):
(A) the determinations of the local board and the chief of the
police or fire department are considered to be the final order;
and
(B) for purposes of section 13.5(d) of this chapter, the fund
member is considered to be totally impaired.
(2) Inthe case of an appeal submitted under subsection (a)(2), the
statements made by the fund member under seetron 127y
section 12.7(0) of thischapter areconsidered to bethefinal order.

(e) If the PERF board approves the director'sinitial determination,
then the PERF board shall issue a final order adopting the initial
determination. The local board and the chief of the police or fire
department shall comply with the initial determination. If the PERF
board does not approvetheinitial determination, the PERF board may
receive additional evidence on the matter beforeissuing afinal order.

(f) Appeals of the PERF board's final order may be made under
IC 4-215.

(g) The transcripts, records, reports, and other materials compiled
under this section must be retained in accordance with the procedures
specified in seetion $27#nYy section 12.7(p) of this chapter.

SECTION 35. IC 36-8-8-14.1 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JUNE 1, 1998 (RETROACTIVE)]: Sec.
14.1. (a) Benefits paid under this section are subject to section 2.5 of
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this chapter.

(b) If afund member dies while receiving retirement or disability

benefits, the following apply:
(1) Each of the member's surviving children is entitled to a
monthly benefit equal to twenty percent (20%) of the fund
member's monthly benefit:
(A) until the child reaches eighteen (18) years of age; or
(B) until the child reachestwenty-three (23) yearsof ageif the
childisenrolledin and regularly attending asecondary school
or isafull-time student at an accredited college or university;
whichever period islonger. However, if the board finds upon the
submission of satisfactory proof that a child who is at least
eighteen (18) yearsof ageismentally or physically incapacitated,
is not a ward of the state, and is not receiving a benefit under
subdivision (1)(B), the child isentitled to receive an amount each
month that is equal to the greater of thirty percent (30%) of the
monthly pay of afirst class patrolman or first class firefighter or
fifty-five percent (55%) of the monthly benefit the deceased
member wasreceiving or was entitled to receive onthe date of the
member'sdeath aslong asthe mental or physical incapacity of the
child continues. Benefits paid for a child shall be paid to the
surviving parent aslong asthe child resideswith and is supported
by the surviving parent. If the surviving parent dies, the benefits
shall be paid to the legal guardian of the child.
(2) Themember'ssurviving spouseisentitled toamonthly benefit
equal to sixty percent (60%) of the fund member's monthly
benefit during the spouse'slifetime. If the spouseremarried before
September 1, 1983, and benefits ceased on the date of remarriage,
the benefitsfor the surviving spouse shall bereinstated on July 1,
1997, and continue during the life of the surviving spouse.
If afund member dieswhilereceiving retirement or disability benefits,
there is no surviving digible child or spouse, and there is proof
satisfactory to the local board, subject to review in the manner
specified in section 13.1(b) of this chapter, that the parent was wholly
dependent on the fund member, the member's surviving parent is
entitled, or both surviving parents if qualified are entitled jointly, to
receive fifty percent (50%) of the fund member's monthly benefit
during the parent's or parents lifetime.

(c) If afund member dieswhile on active duty or whileretired and
not receiving benefits, themember'schildren and the member's spouse,
or the member's parent or parents, are entitled to receive a monthly
benefit determined under subsection (b). If the fund member did not
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have at least twenty (20) years of service or was not at least fifty-two
(52) years old, the benefit is computed as if the member:

(2) did have twenty (20) years of service; and

(2) wasfifty-two (52) years of age.

(d) If afund member diesin theline of duty after August 31, 1982,
the member's surviving spouse is entitled to an additional monthly
benefit during the spouse'slifetime, equal to thedifference betweenthe
benefit payable under subsection (b)(2) and the benefit to which the
member would have been entitled on the date of the member's death,
but not less than the benefit payable to a member with twenty (20)
years service at fifty-two (52) years of age. If the spouse remarried
before September 1, 1983, and benefits ceased on the date of
remarriage, the benefitsfor the surviving spouse shall bereinstated on
July 1, 1997, and continue during the life of the surviving spouse. For
purposes of this subsection, "diesin the line of duty" means death that
occurs as adirect result of personal injury or illness resulting from:

(1) any action that the member, in the member's capacity as a
police officer:
(A) isaobligated or authorized by rule, regulation, condition of
employment or service, or law to perform; or
(B) perfor msinthe courseof controlling or reducing crimeor
enforcing the criminal law; or
(2) any action that the member, in the member's capacity as a
firefighter:
(A) isobligated or authorized by rule, regulation, condition of
employment or service, or law to perform; or
(B) performs while on the scene of an emergency run
(including false alarms) or on the way to or from the scene.
SECTION 36. An emergency isdeclared for thisact.
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